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COMMITTEE ON PROFESSIONAL CONDUCT
MINUTES OF THE MEETING
FINAL
July 20, 2006
Crowne Plaza LAX
5985 West Century Blvd.
Los Angeles, CA 90045
CALL TO ORDER

The meeting of the Committee on Professional Conduct (CPC) was called to order at
9:00 a.m. by David Swartz, Chair. Mr. Swartz introduced and welcomed David Tolkan
representing the Society of California Accountants and Charlene Zettel, Director of the
Department of Consumer Affairs.

Mr. Swartz then indicated that to ensure compliance with the Bagley-Keene Open
Meeting Act, Section 11122.5(c)(6), if a majority of members of the full Board are
present at a committee meeting, members who are not members of that committee may
attend that meeting only as observers. The Board members who are not committee
members may not sit at the table with the committee, and may not participate in the
meeting by making statements or by asking questions of any committee members.

Present:

David Swartz, Chair
Ronald Blanc
Richard Charney
Donald Driftmier
Clifton Johnson
Robert Petersen
Renata Sos

Staff and Legal Counsel

Mary Crocker, Assistant Executive Officer

Patti Franz, Chief, Licensing Division

Michael Granen, Deputy Attorney General
Gregory Newington, Chief, Enforcement Division
George Ritter, Legal Counsel



She further indicated that Mr. Granen had suggested that the words “whether in
physical or electronic form” be deleted. Mr. Granen added that he believed these were
unnecessary and could be confusing. Mr. Driftmier expressed support for deleting the
words “whether in physical or electronic form” and agreed with Mr. Granen regarding
how this wording could be confusing.

Ms. Wong then noted that the final proposed change was to indicate that additions, with
proper documentation, are permitted after the end of the document assembly period.
She explained that proposed subsection (c) of Section 68.4 contains this provision and
specifies the documentation required. Ms. Wong added that Attachment 1 to the July
10, 2006, memo included language for subsection (c). However, revised language,
recommended by staff, was provided by e-mail to the CPC, the Board and the public
(Attachment 5). She indicated that the revised language was suggested by Mr.
Granen to improve the readability of the provision.

After the CPC reviewed the three memos referenced by Ms. Wong, it was moved
by Mr. Driftmier and seconded by Mr. Petersen to accept the proposals as
recommended by staff with the deletions of the words “whether in physical or
electronic form” in Section 68.4(b).

Ms. Sos then commented that she was in support of the motion with regard to the
amendments to Section 68.3, and subsections (a) and (c) of Section 68.4. Also, she
was pleased to see that the proposed amendment to Section 68.4(b) retained much of
the language that was previously in the definition of changes in audit documentation.
However, she believed the language in the last sentence of Section 68.4(b) was not
consistent with other provisions in the proposal. She suggested deleting “documents
added to the file” and substituting “additions to audit documentation” for improved clarity
an consistency. Mr. Driftmier agreed to amend his motion to include the revision
suggested by Ms. Sos. Mr. Petersen, seconder of the motion, agreed. The
motion was unanimously carried.

IV. Proposed Regulatory Language Related to Webcast Continuing Education Courses.

Ms. Franz reported that, at its November 2005 meeting, the Board adopted a CPC
recommendation to accept as qualifying continuing education (CE) courses taken over
the Internet via Webcasts which are consistent with Board’s requirements for live
presentation CE. She noted that a notice to licensees had been posted on the Board's
Web site indicating that they may complete this type of continuing education course.
Also, proposed amendments to Sections 88, 88.1, 88.2, and 89 of the Board’s
regulations to implement the recommendation have been included with the agenda
materials for the meeting (Attachment 6). She indicated that these regulations include
requirements to ensure that licensees who participate in Webcast courses are actually
present during the entire course and interacting with the course instructor. These
regulations also provide for lead time to allow providers to come into compliance with
the requirements and licensees to receive information regarding the Webcast option.
Ms. Franz concluded her comments by indicating that these regulation changes, if



approved by the CPC and the Board, will move forward for hearing in the fall of this
year.

During the discussion, Ms. Franz clarified that the proposed changes are consistent with
CE standards developed by the National Association of State Boards of Accountancy
and with procedures used by LearnLive Technologies, the CE provider who first brought
Webcast CE to the Board’s attention.

Dr. Charney asked what would happen if a licensee in a home environment has to stop
taking the course. He suggested that perhaps the licensee would be permitted to
continue with a recorded version of the course. Ms. Franz indicated the licensee would
not be allowed to continue and receive credit for the course as Webcast CE. The
Webcast format is intended to mirror what one would receive in a live presentation
course. She clarified that if, during a live presentation course, someone had a personal
emergency and had to leave, regrettably the person would not receive CE credit for that
course. She added that there is a potential risk that there could be a disruption in
technology that has nothing to do with the person taking the course. However,
responsible providers generally have methods in place to ensure that there are minimal
interruptions.

It was then moved by Ms. Sos, seconded by Dr. Charney, and unanimously

carried to recommend that the Board approve the proposed revisions to Sections
88, 88.1, 88.2, and 89 of the Board’s regulations related to Webcast CE.

V. Proposed Web Site Méssage Related to Temporary/Incidental Practice.

Ms. Crocker reported that AB 1868 contains a provision reinstating a form of
temporary/incidental practice. She noted that, when that bill is enacted, it will be
important to post information on the Board’s Web page to assist in communicating with
licensees and other interested parties. She added that language has been crafted for
that purpose and it is being provided for the CPC’s consideration (see Attachment 7).
Ms. Crocker then suggested some edits to the language. In the second paragraph, she
recommended striking the reference to the Chair of the Senate Committee on Business,
Professions and Economic Development” and beginning the paragraph by saying “The
Board is in the process of developing regulations.” She also suggested inserting the
word “above” after subdivision (b) of Section 5050, so that the reader will know where to
look for the language.

Ms. Sos expressed concern that the language indicates that the Board is reinstituting
the same form of temporary/incidental practice that existed previously. She indicated
that was an inaccurate message, and that the Board was instituting a carefully
constructed, limited form of temporary/incidental practice. Ms. Sos then suggested the
following revisions: 1) in the first sentence, indicate the Board is instituting a limited
form of temporary/incidental practice that is subject to particular requirements; 2) after
the statutory language, specify the restrictions which are that those practicing under
temporary/incidental practice may not solicit California clients and may not assert or
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Proposed Regulatory Language Related to Webcast Continuing Education Courses

Attached for your consideration is proposed regulatory language (Attachment 1)
pertaining to requirements for Group Internet-Based Programs (Webcast courses) to be
included as Continuing Education. Webcast courses enable a licensee to participate
from a computer in an interactive course presented by a live instructor at a distant
location.

At its meeting of November 18, 2005, the Board requested proposed regulatory
Ianguage changes relating to Webcast courses (Attachment 2).

Below is a summary of the proposed regulatory language changes to Sections 88 and
89.

4 Section 88 Programs Which Qualify: Adds the Group Internet-Based Programs
(Webcast) and its brief definition to the regulatory language.

¢ Section 88.1 Provider Requirements: States requirements for a provider wanting to
offer a Group Internet-Based Program (Webcast) to CPAs. Requirements were
developed by combining the National State Board’s of Accountancy, Statement on
Standards for Continuing Professional Education (CPE) Programs and the current
‘requirements from Learn Live Technologies, a provider for Group Internet-Based
Programs (Webcast).

4 Section 88.2 Program Measurements: Defines the instruction time and credit
allowance for this method of continuing education,

¢ Section 89 Control and Reporting: Adds the Group Internet-Based Program
(Webcast) to the “method of study” choices.

Upon Board approval, the proposed regulatory language would require a regulatory
hearing, which would be scheduled for the fall of 20086.

Attachments

..Wickie\Assignments\Web Cast Memo.doc



Attachment 1
CALIFORNIA BOARD OF ACCOUNTANCY REGULATIONS

ARTICLE 12. CONTINUING EDUCATION
(Sections 88, 88.1, 88.2 & 89)

88. Programs Which Qualify.

(a) The overriding consideration in determining whether a specific program qualifies as
acceptable continuing education is that it be a formal program of learning which contributes
directly to the professional competence of a licensee in public practice. It is the obligation of
each licensee to select a course of study, consistent with the requirements of this section and
Sections 88.1 and 88.2, which will contribute directly to his or her professional competence.

(1) Licensees who renew their licenses after July 1, 2001, shall complete a minimum of

50 percent of the required continuing education hours in the following subject areas:

accounting, auditing, taxation, consulting, financial pianning, professional conduct as

defined in Section 87.7, computer and information technology (except for word
processing), and specialized industry or government practices that focus primarily upon
the maintenance and/or enhancement of the public accounting skills and knowledge
needed to competently practice public accounting.

(2) Licensees who renew their licenses after July 1, 2001, may claim no more than 50

percent of the required number of continuing education hours in the following subject

areas: communication skills, word processing, sales, marketing, motivational techniques,
negotiation skills, office management, practice management, and personnel
management.

(3) Programs in the following subject areas are not acceptable continuing education:

personal growth, self-realization, spirituality, personal health and/or fitness, sports and

recreation, foreign languages and cultures and other subjects which will not contribute
directly to the professional competence of the licensee.

(4) A formal program of learning is an instructional activity that meets the requirements

of Sections 88.1 and 88.2 or a course for which academic credit is granted by a

university, college, or other institution of learning accredited by a regional or national

accrediting agency.

(b) The following types of live presentation programs are deemed to qualify as
acceptable continuing education provided the standards outlined in Section 88(a), Section 88.1,
and Section 88.2 are maintained.

(1) Professional development programs of national and state accounting organizations.

(2) Technical session at meetings of national and state accounting organizations and

their chapters which are designed as formal educational programs.

(3) University or college courses:

(1) Credit courses--each semester hour credit shall equal 15 hours toward the
requirement. Each quarter hour credit shall equal 10 hours.
(i) Non credit courses--each classroom hour will equal one qualifying hour,

(4) Other formal educational programs provided the program meets the required

standards.

{c) Group Internet-Based Programs (Webcast): Programs which enable a licensee to
participate from a computer in an interactive course presented by a live instructor at a distant
location are gualifving. provided the proaram is based upon materials specificallv devaloped for
instructional use and mests the requirements of Section 88 (a). Section 88.1. Saction 88.2.
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CALIFORNIA BOARD OF ACCOUNTANCY REGULATIONS

(sd) Formal correspondence or other individual study programs are qualifying provided 1
the program meets the reqwrements of Section 88(a), Section 88.1, and Section 88.2, and the
licensee receives a passing score. Self-study modules for national examinations that contnbute
to the professional competency of a licensee in public practice, such as-the CERTIFIED
FINANCIAL PLANNER™ Certification Examination or the Certified Management Accountant
examination qualify as acceptable continuing education if the modules meet the above
requirements. ‘

(de) The credit as an instructor, discussion leader, or speaker will be allowed for any [
meeting or program provided that the session is one which would meet the continuing education
requirements set forth in Section 88(a), Section 88.1, and Section 88.2 The credit allowed an
instructor, discussion leader, or a speaker will be on the basis of actual presentatron hours, plus
up to two"additional hours for actual preparatlon fime for each hour taught. The maximum credit
for such preparatlon and teachrng will not exceed ‘,SO'errcent of the renewa! penod requirement.
For repeat presentatrons an rnstruc‘ror shall receive no: credit unless the instructor can
demonstrate that the program content was substan ged and that such change requrred
significant additional study or research. Credit for 1i
discussion leader, or speakere is limited to the act o

(efy Credit’ may bé allowed by the’ Board forthe following' ac’crvmes

(1) wrrtmg pubhshed artlcles and books provrded the publrsher Is not under the control of

“the'licensee. " )

(2) wrrttng rnstructlonal materials for any contrhurhg educatlon program whrch meets the

requirements of Section 88(a), Section 88,1, and Section 88.2,

(3) writing questions for the Uniform Cerhfled Public Accountant Examination.

(4) The maximum credit allowed under this subsection (subsection ef) shall not exceed |

25 percent of the renewal perlod requrrement T

t

|

NOTE: Authonty crted Section 5027, Busrnees and Professrons
5027, Busrnese and F’rofessrons Code me

de, Reference: Sections

HrSTORY S e AR bt o
1. Amendment filed 4-12-83; effective thirtieth day thereafter .(Regrste
2. Amendment of stbsections (b)(4), (d) ‘and (fy filed 12-17:96: operat
Government Code section 11343.4(d) (Register 96, No. 51) L
3. Amendment of section and Note filed 5-8-2000; operatrve 6-8-2000 (Regrster 2000 No. 19).
4. New subsection (a)(4) and amendment of subsection (c) filed 1-23-2004; operatlve 1-23-
2004 pursuantto Government Code section 11343.4 (Register 2004, No. 4).

5. Change without regulatory effect filed 9-2-2004; operative 9-24-2004.

33, No, 16).
' 121-97 pursuant to

88.1. Provider Requirements.

(a) Live Presentation
In order to qualify as acceptable continuing education under Section 88(b) the provider of the
live presentation program must:
(1) Require attendance and retain for a period of six years a record of attendance that
accurately assigns the appropriate number of contact hours for participants including
those who arrive late or leave early.
(2) Retain for a period of six years written educational goals and specific learning
objectives, as well as a syllabus, which provides a general outline, instructional
objectives, and a summary of topics for the course. A copy of the educational goals,
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CALIFORNIA BOARD OF ACCOUNTANCY REGULATIONS

learning objectives, and course syllabus shall be made available to the California Board
- of Accountancy upon request.
(3) Issue a certificate of completion to each licensee upon satisfactory completion of the
course and retain records of licensees receiving certificates of completion for a period of
-six years. The amount of credit reflected on the certificate of completion shall be
calculated in accordance with Section 88.2(a).
(b) Group Internei-Based Programs (Webcast)
in order to gualify as acceptable continuing education under Section 88(c) the provider of the
Group Internet-Based Program (Webcast) must be in compliance with requirements below by
July 1, 2007: A
(1) Reguire and monitor attendance throughout the program with log-in/iog-
out/password features, ask participants to respond to 80 percent of questions/survevs at
minimum. At minimum the proaram shall include three questions/survevs the first hour
of instruction and four auestions/surveys each hour thereafter.
(2) Have a live instructor while the program is being presented and a feature allowing
participants fo send guestions/comments directly to the instructor and raceive answers
during the program.
(3) Retain for a period of six vears a record of atiendance that accurately assians the
appropriate number of participation hours for participants.
(4) Retain for & period of six years written educational goals and specific learning
obiectives, as well as a syllabus. which provides a general outline, instructional
objectives, and a summary of topics for the course. A copy of the educational goals,
learning objectives, and course syllabus shall be made available to the California Board
of Accountancy upon reguest.
(5) Issue a certificate of completion to each licensee upon satisfactory completion of the
course. Satisfactorv completion shall at a minimum require attending the whole course
and responding to at ieast 80 percent of the guestions/surveys described in Section
88.1(bY{1). Retain records of licensees raceiving certificates of completion for a period of
six vears. The amount of credit shall be displayed on the certificate of completion and
shall be calculated in accordance with Section 88.2(b). :
(bc) Self-Study
in order to qualify as acceptable continuing education under Section 88(sd) the sponsor of the
self-study course must: .
(1) Retain for a period of six years written educational goals and specific learning
objectives, as well as a syllabus, which provides a general outline, instructional
objectives, and a summary of topics for the course. A copy of the educational goals,
learning objectives, and course syllabus shall be made available to the California Board
of Accountancy upon request.
(2) Issue a certificate of completion fo each licensee upon satisfactory completion of the
course and retain records of licensees receiving certificates of completion for a period of
six years. The amount of credit shall be displayed on the certificate of completion and
shall be calculated in accordance with Section 88.2(bc)or (d).

NOTE: Authority cited: Section 5027, Business and Professicns Code, Reference: Sections
5026 and 5027, Business and Professions Code.

HISTORY:
1. New section filed 5-9-2000; operative 6-8-2000 (Register 2000, No.19).
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CALIFORNIA BOARD OF ACCOUNTANCY REGULATIONS

88.2. Program Measurements.

(a) Live Presentation
In order to qualify as acceptable continuing education under Section 88(b) a live presentation
program must:
(1) Be measured in 50-minute50-minute class hours. A program must be atleast one 50
minute50-minute class hour in length to be acceptable continuing education. For a
program composed of several segments in which individual segments are less than 50
minutes, the sum of the segments, in increments not less than 25 minutes, may be
added together to equal a full 50-minute class hour. For a program that is longer than
one 50-mirute50-minute-class hour, credit:shall be granted for additional 25 minute
segments’ (one -half-of a-50-minute50-minute class hour). Only class hours or the
equivalent {and not participant hours-devoted to preparat:on or study txme) will be used
to measure the hours of continuingeducation:. Py
(2) Meet the provider: requurements forlive presenta’non under Seo’uon 88.1(a).
(b) Group internet-Based Programs (Webgast) Clped
in order to qualifv as acceptable continuing Qducauon undnr Sﬂc’uon 88 c) £ Grouo lnterncu-
Based Program (Webcast)must:- _ :
(1) Be measured by actual. prooram iﬂnqth i 50—mmute class’ hours A program must
be.at least .one 50-mintite class houriniengthitobe -acceptable continuing education.
Eor a program composad of several segments. in increments not less than 25 minutes,
may be added toasther to equal afull:50-minute class hour. . Fora.program that is lonasr
than-one 50-minute class hour, credit shall be grant for additional 25 minute segments
(one-half of a 50-minute class hour). Only class hours or'the equivalent {and not
participant hours devoted to preparation .or studv.time) will be used 10 measure the hours
*of contintiing educatior
(2) Mestthe Drowdﬂr I‘EGUIFC‘meﬂ’[S
“Section 88.1(b); - I
{ec) Self-Study prlor { January 23,2004,
in order to qualify as acceptable continting education under:Section 88(Gd .a s ) f—study course
must:

_(;Weboasﬂ under

(1).Grant: contmumg -education credit-equal to.the average: completlon tlme lf the self-
study course is interactive. An interactive self-study program is desngned to use
interactive learning methodologies that: simulate:a-classroom learning process by
employing:software, other:courseware, or technology-based systems that provide
significant-ongoing - interactive feedback to'the participant regarding his-or herdearning
progress, These programs clearly define lesson objectives and manage-the participant
through the learning process by (1) requiring frequent participant response to questions
that test for understanding of the:material'presented, (2) provide evaluated feedback to
incorrectly answered questions, and (3) reinforcement feedback to correctly answered
guestions. Technology-based self-study courses do not constitute interactive self-study
courses unless they meet the criteria set forth above.
(2) Grant continuing education credit equal to one half of the average completion time if
the self-study course is non-interactive. Any self-study course that does not meet the
above criteria for interactive self-study program is deemed non-interactive.
(3) Require a passing score on a test given at the conclusion of the course.
(4) Meet the provider requirements for self-study under Section 88.1(bc).
(ed) Self-Study on or after January 23, 2004.
in order to qualify as acceptable continuing education under Section 88(sd), any self-study
course completed on or after January 23, 2004 whether in electronic or paper text format must:
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(1) Grant continuing education credit equal to the average completion time if the self-
study course is designed to use learning methodologies that simulate a classroom
iearning process by employing significant ongoing interactive feedback to the participant
regarding his or her learning progress. These courses clearly define lesson objectives
and manage the participant through the learning process by (A) requiring frequent
participant response to questions that test for understanding of the material presented,
(B) provide evaluated feedback to incorrectly answered questions, and (C) reinforcement
feedback to correctly answered questions. Evaluated feedback means a response
specific to each incorrect answer to the study questions that explains why the particular
answer is wrong, as each one is likely to be wrong for a different reason. Reinforcement
feedback means a response to the correct answer of the study questions that restates
and explains why the answer selected was correct.

(2) Require a passing score on a test given at the conclusion of the course.

(3) Meet the provider requirements for self-study under Section 88.1(kg).

NOTE: Authority cited: Section 5027, Business and Professions Code. Reference:
Sections 5026 and 5027, Business and Professions Code.

HISTORY:
1. New section filed 5-9-2000; operatlve 6-8-2000 (Regxster 2000, No. 19).
2. Amendment filed 1-23-2004; operative 1-23-2004.

89. Control and Reporting.

(a) Upon renewal, a licensee who is required, pursuant to Section 87, to obtain
continuing education must provide a written statement, signed under penalty of perjury,
certifying that the requisite number of continuing education hours has been obtained. The
licensee shall disclose the following information concerning courses or programs claimed as
quahfylng continuing education:

(1) Course title or description

(2) Date of completion .

(3) Name of school, firm or organization providing the course or program -

(4) Method of study, i.e., whether course or program is self-study,-er live presentation or

Group Internet-Based Program (Webcast).

(5) Numbers of hours earned.

(b) If credit is claimed for completing the eight hour professional conduct and ethics
course specified in Section 87.7, a licensee shall obtain and retain for six years after renewal of
his or her license, a certificate of completion or its equivalent disclosing the following
information:

(1) Name of licensee

(2) Course title

(3) Board-issued approval number for the professional conduct and ethics course

completed by the licensee

(4) School, firm or organization providing the course

(5) Date of completion.

(c) If continuing education credit for attending a continuing education course is claimed,
the licensee shall obtain and retain for four years after renewal a certificate of completion orits
equivalent disclosing the following information:

(1) Name of licensee in attendance

Accountancy Regulation ‘ Page 5 06/29/06
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(2) School, firm or organization conducting course

(3) Location of .course attended

(4) Title of course or description of content

(5) Dates of attendance except when the licensee attended a course for academic credit

given by a college, university, or other institution of’ higher-learning accredited by -an

association recognized by the Secretary of the United States. Department of Education,
in which case the appiicant may provide evidence of a grade of pass or credlt" to satisfy
this requirement.

(6) Number of hours of actual attendance except when the licensee attended a course

for academic credit given by a college, university, or other institution of higher learning

accredited by an ‘association recognized by the Secretary of the United States

Department of Education, in which case the applicant may provide evidence of a grade

of pass or “credit” to satisfy this requirement.

(d) If continuing education credit is claimed for completing a self-study course, the
licensee shall obtain and retain for four years after renewal a certn‘\cate of completlon of its
equivalent disclosing the following information: :

(1) Name of licensee taking the course

(2) School, firm, or organization providing the course
(3) Title of course or description of contents
(4) Date of completion.. '
~ (5) Number of hours of continued educatlon credit granted for comp\etlng the course.
(e) If credit as an instructor, discussion leader, or speaker is claimed, the licensee shall
four years after renewal the following information:

) School, firm or organization providing course

retain f

or
(1
(2) Location of course presented

(3) Title of the course or descnptlon of content
(4) Course outline: .- - ‘
(5)
(6)

5) Dates and ewdence oftpresentation =
6) Number of hours of actual:preparation time and presentatlon time

(f)If credit.is.claimed for. writing .continuing education instructional matenais the
following information shall be maintained for four years after renewal:

(1) Name of the course provider or publisher ;

(2) Title of the course and a description of the instructional matenals

(3) Date of completion of the instructional materials.or publication date

(4) A copy of the instructional materials

(5) Hours claimed.

(g) If credit for published articles and books is claimed, the following information shall be
maintained for four-years after renewal:
(1):Name:and address of publisher
2) Title of publication
3) Brief description
4) Date(s) of publication
5) Copy of publication
6) Hours claimed.
(h) If credit for writing questions for the Uniform CPA Examination is claimed, the
licensee shall obtain and retain for four years after renewal a letter or other statement from the
American Institute of Certified Public Accountants documenting the licensee's participation and
the number of hours of continuing education credit the licensee has received.

(i) The Board will solicit and verify such information on a test basis. If a licensee is found
to have a deficiency, the licensee shall be so notified. Upon request, the licensee may be
granted a reasonable period of time in which to correct the deficiency. .

(
(
(
(
(
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() A licensee who is determined by the Board at renewal not to have completed the
required number of hours of qualifying continuing education shall be required to make up any
deficiency. A licensee who is required to make up a deficiency shall be ineligible for active
status license renewal or conversion to active status pursuant to Section 87.1 until such time as
documentation to support the required hours of continuing education for license renewal has
been submitted and approved by the Board.

(k) A licensee's willful making of any false or misleading statement, in writing, regarding
his or her continuing education shall constitute cause for disciplinary action pursuant to section
5100(g) of the Accountancy Act.

NOTE: Authority cited: Section 5027; Business and Professions Code. Reference: Section
5027, Business and Professions Code.

HISTORY:
1. Amendment filed 12-24-75: effective thirtieth day thereafter (Register 75, No. 52).
2. Amendment filed 4-12-83; effective thirtieth day thereafter (Register 83, No. 16).
3. Amendment of subsections (a) and (b) and new subsections (c) and (d) filed 12-10-80;
operative 1-9-91 (Register 91, No. 3).
4, Amendment filed 11-30-93; operative 12-30-93 (Register 83, No. 49).
5. New subsection (f) and subsection relettering filed 3-28-96; operative 7-1-96 (register 96, No.
13). :
. Editorial correction of subsection (a) (Register 87, No. 25).
. Amendment of subsection (f) filed 6-16-97; operative 6-30-97 pursuant to Government Code
section 11343.4(d) (Register 97, No. 25).
. Amendment filed 5-9-2000; operative 6-8-2000 (Register 2000, No. 19).
9. Change without regulatory effect amending subsection (k) filed 11-15-2005 pursuant to
section 100, title 1, California Code of Regulations (Register 2005, No. 46).

~N

[0}
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Attachment 2
DEPARTMENT OF CONSUMER AFFAIRS
CALIFORNIA BOARD OF ACCOUNTANCY '
FINAL

MINUTES OF THE
November 17-18, 2005
BOARD MEETING

Delta King
1000 Front Street
Sacramento, CA 95815
Telephone: (916) 444-5464
Facsimile: (916) 444-5314

I." Call to Order.

President Renata M. Sos called the meeting to order at 2:33 p.m. on
Thursday, November 17, 2005, at the Delta King in Sacramento and the
meeting adjourned at 3:45 p.m. The Board was again called to order at 9:40
a.m. on Friday, November 18, 2005, and ALJ Robert Walker and the Board
heard Agenda ltem XII.A and then convened into closed session to
deliberate and to discuss Agenda ltems XII.B-F. The Board went into open
session at 11:38 a.m. and adjourned at 12:40 p.m.

Board Members November 17, 2005
Renata M. Sos, President 2:33 p.m. to 3:45 p.m.
Ronald Blanc, Vice President 2:33 p.m. to 3:45 p.m.
Sally Flowers, Secretary-Treasurer 2:33 p.m. to 3:45 p.m.
Richard Charney 2:33 p.m. to 3:45 p.m.
Ruben Davila 2:33 p.m. to 3:45 p.m.
Donald Driftmier - 2:33 p.m. to 3:45 p.m.
Charles Drott Absent

Sara Heintz 2:33 p.m. to 3:45 p.m.
Gail Hillebrand 2:33 p.m. to 3:45 p.m.
Thomas lino 2:33 p.m. to 3:45 p.m.
Clifton Johnson - 2:33 p.m. to 3:45 p.m.
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The minutes of the July 13, 2005, QC meeting weré adopted on the
Consent Agenda. (See Agenda ltem XIII1.B.)

Report on the October 20, 2005, QC Meeting.

Ms. Sos introduced and welcomed Mr. Bulosan, current Vice Chair
and new Chair of the QC. She congratulated him and indicated that
the Board looked forward to working with him in the coming year.

Mr. Bulosan reported that the QC met on October 26, 2005, in Los
Angeles with Mr. Driftmier and Ms. Sigmann in attendance. He
encouraged all Board members to attend the meetings as it adds
value to the discussions. Mr. Bulosan noted that there was a Rule
69 hearing at his office in San Francisco on November 10, 2005.
Mr. Bulosan explained that Rule 69 is the process where the QC
reviews the knowledge of the signer of the Certificates of Attest
Experience to ensure understanding of the form.

Mr. Driftmier indicated that the QC will be undergoing a study of the
experience issues which will be quite a task as the industry
continues to grow. He applauded the efforts of the committee and
he believed that it is very crucial to the changing work of the
profession.

C. Committee on Professional Conduct (CPC).

1.

Minutes of the September 15, 2005, CPC Meeting.

The minutes of the September 15, 2005, CPC meeting were adopted
on the Consent Agenda. (See Agenda Item XIII.B.)

Report on the November 17, 2005, CPC Meeting.

Mr. Blanc reported that the CPC met the previous day and discussed
the following agenda items.

Consideration of Requirements for Continuing Education Delivered
Via a Web Cast Platform.

Mr. Blanc reported that the CPC recommends that the Board adopt
Option 3 in the analysis, which is to revise the Board’s regulations
related to all continuing education courses to include specific
requirements for Web cast courses. (See Attachment 5.) In
addition, while the Board is going through the rulemaking process,
information needs to be provided on the Board’s Web site indicating
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that Web cast courses that meet the current requirements for live
presentation courses, qualify for continuing education credit.

Mr. Blanc noted that staff will be developing a proposal for
consideration at the next meeting. The proposal will take into
account NASBA’s existing guidelines, and also include some lead
time so that continuing education providers have time to come into
compliance.

It was moved by Mr. Driftmier, seconded by Ms. Hillebrand, and
unanimously carried to adopt the CPC’s recommendation.

. Consideration of CalCPA’s Request for Amendments to the Board’s
Regulations Related to Audit Documentation Requirements.

Mr. Blanc reported that the CPC had a lengthy discussion related to
a request from CalCPA to revise Sections 68.3 and 68.4 of the
Board’s Regulations to be more consistent with the PCAOB’s
standard related to audit documentation. In addition to considering
CalCPA'’s request, the CPC also considered a letter from CPIL and
an Exposure Draft on audit documentation by the Auditing Standards
Board.

Mr. Blanc indicated that the CPC recommends that the discussion
continue at the next CPC meeting and that it include consideration of
the Auditing Standards Board’s audit documentation standard,
especially related to the number of days permitted for the assembly
of documents and the cut-off date for removing information. To
facilitate this discussion, staff have been asked to develop a side-by-
side comparison of the various audit documentation requirements.

Mr. Blanc indicated that the CPC’s discussion did address some
language change recommendations. He recommended that the
discussion of those points be deferred until the CPC reexamines the
issue at the next meeting.

Mr. Driftmier commented that as a practitioner, he supported
conformity in the audit world especially regarding audit
documentation. He indicated that he believed that too many
variations causes conflict and makes it more difficult to produce a
quality work product. He noted that depending on the type of audit
being conducted, there are standards to comply with from the
PCAOB, the regulatory boards, the State Controller’s Office, and the
Department of Housing and Urban Development.
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